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Auditor-Controller

SUBJECT: TARZANA TREATMENT CENTER, INC. - A DEPARTMENT OF PUBLIC
HEALTH HIV/AIDS CARE AND PREVENTION SERVICES PROVIDER

We completed a fiscal review of Tarzana Treatment Center, Inc. (Tarzana or Agency), a
Department of Public Health (DPH) HIV/AIDS care and prevention services provider.

Background

DPH’s Office of AIDS Programs and Policy (OAPP) contracts with Tarzana to provide
HIV/AIDS medical outpatient services, home-based care, case management, mental
health services, substance abuse, residential care, residential transitional housing and
outreach services. Tarzana’s offices are located in the Third District.

Tarzana had 13 contracts with OAPP during Fiscal Year 2006-07. DPH paid Tarzana
approximately $681,593 for four fixed-fee contracts and $2,046,269 for nine cost
reimbursement contracts. Both types of contracts required the Agency to comply with
the Ryan White Comprehensive AIDS Resource Emergency Act (CARE Act) and other
federal and State program requirements.

Purpose/Methodoloqy

The purpose of our review was to ensure that Tarzana appropriately spent funds in
accordance with the County contract. We also evaluated the adequacy of Tarzana’s
accounting records, internal controls and compliance with the contract and applicable
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federal and State fiscal guidelines governing the CARE Act. In addition, we determined
whether the Agency provided services to eligible participants.

Results of Review

Tarzana properly recorded and deposited cash receipts and revenue in their bank
account. However, the Agency did not always maintain documentation to support their
program expenditures. For example:

e Tarzana’s accounting records did not support $27,434 in program expenditures
reported on their cost reimbursement contracts.

e Tarzana’s client fee determination system for their fee-for-service contracts was not
in compliance with the CARE Act, which requires a sliding fee schedule based on
the client’s ability to pay.

The details of our review, along with recommendations for corrective action, are
attached.

Review of Report

We discussed our report with Tarzana on September 22, 2008. In their attached
response, Tarzana agreed to repay DPH $702 of the $28,136 in guestioned costs. The
Agency provided copies of their accounting records to document the remaining $27,434
($28,136 - $702) in questioned costs. However, the documentation was not sufficient.
We notified OAPP of the results of our review and will work with OAPP to resolve the
remaining $27,434 in questioned costs.

We thank Tarzana for their cooperation and assistance during this review. Please call
me if you have any questions, or your staff may contact Don Chadwick at
(213) 253-0301.
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c: William T Fujioka, Chief Executive Officer
Jonathan E. Fielding, Director, Public Health Department
Scott Taylor, President, Tarzana Treatment Center
Albert M. Senella, Chief Operating Officer, Tarzana Treatment Center
Public Information Office
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HIV/AIDS CARE AND PREVENTION SERVICES
TARZANA TREATMENT CENTER, INC.
FISCAL YEAR 2006-07

ELIGIBILITY

Objective

Determine whether Tarzana Treatment Center, Inc. (Tarzana or Agency) provided
services to individuals that meet the eligibility requirements of the Office of AIDS
Programs and Policy (OAPP).

Verification

We reviewed the case files for 40 program participants that received services from
January 2005 to September 2006 for documentation to confirm the participants’
eligibility for OAPP services.

Results

The case files for two (5%) of 40 program participants did not contain documentation to
support their eligibility for program services. One case file did not document whether
Tarzana screened the participant for third party payers prior to billing the services to
OAPP and another case file did not contain documentation verifying the participant’s
HIV status.

Recommendations

Tarzana management:

1. Ensure that client files document that clients are screened for Medi-
Cal, private medical insurance and other third party payers, as
appropriate.

2. Ensure that Agency staff obtain the appropriate documentation from
participants to determine the participants’ eligibility for program
services.

CASH/REVENUE

Objective

Determine whether cash receipts and revenue are properly recorded in the Agency’s
records and deposited timely in their bank account. In addition, determine whether
there are adequate controls over cash, petty cash and other liquid assets.

AUDITOR-CONTROLLER
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Verification

We interviewed Agency personnel and reviewed their financial records. We also
reviewed the Agency’s September 2006 bank reconciliations for two bank accounts. In
addition, we reviewed Tarzana’s reimbursement claims sent to OAPP for August and
September 2006 and verified the number of days billed to OAPP for 19 residents.

Results

Tarzana properly recorded and deposited OAPP payments into the Agency’s bank
account. However, Tarzana’s daily resident attendance records for the transitional
housing contracts did not support the number of bed days billed to OAPP during the
period of our review. In addition, for one resident, the Agency billed for more days than
allowable. The undocumented and unallowable billings totaled $360.

Tarzana's client fee determination system also was not approved by OAPP or in
compliance with the CARE Act which requires the Agency to impose a service fee
based on the client’s ability to pay. Specifically:

e Transitional housing residents were charged a monthly fixed rate of 30% of the
clients’ income without taking into consideration the client’s ability to pay as required.

e For outpatient and inpatient services, the fee schedules were not updated to reflect
the current federal official poverty income levels. In addition, Tarzana’s fee
schedules imposed fees to clients although their income levels were below the
federal poverty line.

Recommendations

Tarzana management:
3. Repay DPH $360.

4. Bill OAPP based on the actual number of bed days provided as
required by the contract.

5. Ensure the Agency’s client fee determination system is in compliance
with the CARE Act.

6. Ensure that the Agency’s client fee determination system has been
reviewed and approved by OAPP.

7. Ensure the Agency’s client fee schedule is regularly updated to reflect
changes in federal poverty income levels.

AUDITOR-CONTROLLER
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EXPENDITURES

Objective

Determine whether program related expenditures are allowable under the County
contract, properly documented and accurately billed.

Verification

We interviewed Agency personnel, reviewed accounting records and reviewed
supporting documentation for 29 non-personnel expenditure transactions billed to OAPP
for August to September 2006 totaling $154,123.

Results

The Agency did not maintain appropriate documentation to support $1,977 in program
expenditures for their cost reimbursement contracts. Specifically, Tarzana billed OAPP:

e $1,635 for various expenditures including office supplies and travel, without
adequate documentation. Subsequent to our review, Tarzana provided additional
documentation to support the expenditures.

o $342 for medical prescriptions. However, they did not provide documentation
indicating that the costs were incurred for OAPP clients.

Recommendations

Tarzana management:

8. Repay DPH $342 or provide documentation to support the
expenditures.

9. Ensure program expenditures are adequately supported.

10. Ensure that program expenditures are allowable and related to OAPP
activities.

FIXED ASSETS AND EQUIPMENT

Obijective

Determine whether the Agency’s fixed assets and equipment purchased with program
funds are used for the program and are safeguarded.

AUDITOR-CONTROLLER
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Verification

We interviewed Agency personnel and reviewed the Agency’s fixed assets and
equipment listing. In addition, we performed a physical inspection of a mobile testing
unit that was provided to the Agency by OAPP.

Results

Tarzana used the mobile testing unit for the AIDS program. However, on two separate
occasions, we found the unit unlocked and unattended.

Recommendation

11. Tarzana management ensure their mobile testing unit is locked when
unattended.

PAYROLL AND PERSONNEL

Objective

Determine whether payroll expenditures are appropriately charged to the program. In
addition, determine whether personnel files are maintained as required.

Verification

We traced the payroll expenditures charged to OAPP for 15 employees totaling $30,038
for February, August and September 2006 to the Agency is payroll records and time
reports. We also reviewed the personnel files of staff assigned to OAPP activities.

Resuits

Generally, Tarzana maintained the required personnel records. However, Tarzana’'s
payroll billings related to the cost reimbursement contracts were not always in
compliance with the County contract requirements. Specifically, Tarzana indicated that
payroll billings were based on actual hours worked. However, the Agency did not
require staff working on multiple programs to identify the actual hours they worked on
each program on their timecards. As a result, we were unable to verify the
appropriateness of the payroll costs billed to OAPP.

Recommendations
Tarzana management:

12. Ensure payroll billings are based on actual hours spent by employees
performing OAPP related activities.

AUDITOR-CONTROLLER
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13. Ensure all employees record actual hours worked each day on their
time reports to support the time spent on program activities.

COST ALLOCATION PLAN

Objective

Determine whether the Tarzana’s Cost allocation Plan was prepared in compliance with
the County contract and the Agency used the plan to appropriately allocate shared
program expenditures.

Verification

We reviewed the Agency’s Cost Allocation Plan and accounting records for FY 2006-07
to ensure that expenditures were properly allocated to the Agency’s appropriate
programs.

Results

Tarzana’'s Cost Allocation Plan was prepared in compliance with the County contract
and the Agency used the Plan to appropriately allocate shared program expenditures.

Recommendation

There are no recommendations for this section.

COST REPORTS

Objective
Determine whether the Agency’s cost reports reconcile to their accounting records.
Verification

We traced the Agency’s general ledgers to the Agency’s cost reports submitted to
OAPP for the 13 contracts reviewed.

Results

Tarzana’s cost reports did not reconcile to their accounting records. The cost reports
exceeded their general ledger by $55,358. Tarzana indicated that the differences were
mainly due to expenditure adjustments that were not recorded in the accounting
records.

Subsequent to our exit conference, Tarzana provided additional documentation to
support $27,924 in questioned costs. As a result, the remaining questioned costs
totaled $27,434 ($55,358 + $27,924).

AUDITOR-CONTROLLER
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Recommendations

Tarzana management:
14. Repay DPH $27,434 related to the cost reimbursement contracts.

15. Ensure that all OAPP expenditures are appropriately recorded in the
accounting records.

AUDITOR-CONTROLLER
COUNTY OF LOS ANGELES




Loal b ool RENE o2

T¢

TARZANA TREATMENT CENTERS

K
ahdtemia YT

Wendy Watanabe, Acting Audf

“1’? fo Medil'al, private
gmah.

Hewt Bles docmment that ¢
snie and ok afu e
sall  obdairg
ting e pastic g

- operly

wl the staff fcumeniadion  fhean

‘«‘ IE%YW;Y bl g ?!%E"

CASHREY

Attachment
Page 1 of 6




1. tend foe determanalim sy Y ST Bt seviewed amnd
7. i1 fow schedule & o v upelated o redlect chanyes in

Urarectve

A miae days
1ead the stafd mowe

i haz Mg,.s;u%

ik fog system o detemmane that it s in

ceangliance wiak the County contrac

7. banagemens bus updaled s clisnt B sehiedule w refierr el i boderal

peverty ingsme |

i ,Lu.bzgumd
F ?.hm. ame allowall

DAPP are

emlitanes hilled,

direit a0 ; imgag il;tmm.

LN

Attachment
Page 2 of 6



FIEED 358515

Al EC

APAENT

Attachment
Page 3 of 6

s wnadbended,

ded in the scopanting




Attachment
Page 4 of 6

poess i the amourg of 83549, Adtacked

N.f il
i ;ﬁl’fi 1

ap e
1 15is prag




males, Telephooe
| Vw‘%‘ij mmh sl ar ;ﬁﬁm;
srcriigh Mlarch 2006

DHszrbation sl Cohan For

o Ehm gir\,%_; o
tumwd _y5 j

iz for the Q}’&.FL&% i34
#] %ﬂu.ii.uu:i far e ‘»en

anadirs §

LAyt

[

CERR] ape w

LIHCATEY

Attachment
Page 5 of 6




el W programs, whick s
SpErvisn,

camd peactice for all AR expenditures 1o be secondsd e the

by reguist Uhal, you

¢ lrmy g ulse imm YR
4 S k] }»“M"i a%’h:r whm:g W T wil o lutter ;i d*"[}dﬂ TERL
tsia. The lwsm Treatmnens Center, Ino. e ; A
gd, For Gibarg
e imu ddw&“ :

Attachment
Page 6 of 6



